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SUBJECT: CRUDE TRANSIT STATIONS-PALAU AND LOMBOX 

REF TOKYO 11291 

1 . SAUDI ARABIAN GOVERNMENT FINANCIAL COMMITMENTS HAVE 
EXPANDED RAPIDLY AND THERE IS EVIDENCE THAT GOVERNMENT SHOW- 
ING CONCERN AT HIGHEST LEVEL ABOUT EXPENDITURES WITH 
RESPECT TO INCOME. SAG FINANCIAL AID NOW ABOUT TEN 
PERCENT OF INCOME. IMPLEMENTATION OF $142 BILLION FIVE-YEAR 
DEVELOPMENT PLAN NOW WELL UNDER WAY WITH SAG DENYING ANY 
INTENTION OF SLOWING DOWN DEVELOPMENT SPENDING. OTHER 
FINANCIAL OBLIGATIONS OF POLITICAL-MILITARY NATURE AND 
WORRISOME DOMESTIC INFLATION WOULD SUGGEST THAT JAPANESE 
(SO FAR AWAY) AS WELL AS OTHERS WILL HAVE HARD BARGAINING 
AHEAD IN TRYING TO OBTAIN LOW INTEREST LOAN FROM SAG 
FOR CRUDE TRANSIT STATIONS IN THE FAR PACIFIC. 
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2. SAUDIS ARE LOOKING FOR PROTECTION OF THEIR ASSETS 
IN TERMS OF WORLD INFLATION. HENCE, BARGAINING ALONG 
"CONVENTIONAL" LOAN TERMS MIGHT BE MORE REWARDING. 
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